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| ncome Tax Assessment Act 1997

Act No. 38 of 1997 as amended
This compilation was prepared on 17 July 2006
taking into account amendments up to Act No. 82 of 2006
Volume6includes: Table of Contents
Sections 240-1 to 410-5

Thetext of any of those amendments not in force
on that date is appended in the Notes section

The operation of amendments that have been incorporated may be
affected by application provisions that are set out in the Notes section

Chapter 3—Specialist liability rules



Chapter 3 Specialist liability rules
Part 3-35 Insurance business
Division 320 Lifeinsurance companies

Section 320-45

320-45 Tax treatment of gainsor lossesfrom CGT eventsin relation
tovirtual PST assets

If a*CGT event happensin respect of a*CGT asset that isa
*virtual PST asset of a*life insurance company, Division 10 of
Part IX of the Income Tax Assessment Act 1936 applies for the
purpose of working out the amount of any *capital gain or *capital
loss that arises from the event.

Subdivision 320-C—Deductions and capital losses

Guideto Subdivision 320-C

320-50 What this Subdivision is about

This Subdivision specifies particular deductions that are available
to alife insurance company, specifies particular amounts that alife
insurance company cannot deduct and contains provisions relating
to alife insurance company’s capital losses.

Table of sections

Operative provisions

320-55

320-60

320-65

320-70

320-75
320-80
320-85

320-87
320-100

320-105

Deduction for life insurance premiums where liabilities under life insurance
policies are to be discharged from virtual PST assets

Deduction for life insurance premiums where liabilities under life insurance
policies are to be discharged from segregated exempt assets

Deduction for life insurance premiumsin respect of life insurance policies
that provide for participating or discretionary benefits

No deduction for life insurance premiumsin respect of certain life
insurance policies payable only on death or disability

Deduction for ordinary investment policies

Deduction for certain claims paid under life insurance policies

Deduction for increase in value of liabilities under net risk components of
lifeinsurance policies

Deduction for assets transferred from or to virtual PST

Deduction for life insurance premiums paid under certain contracts of
reinsurance

Deduction for assets transferred to segregated exempt assets

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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Specialist liability rules Chapter 3
Insurance business Part 3-35
Lifeinsurance companies Division 320

Section 320-55

320-110 Deduction for interest credited to income bonds
320-111 Deduction for funeral policy payout

320-112 Deduction for scholarship plan payout

320-115 No deduction for amounts credited to RSAs

320-120 Capital losses from assets other than virtual PST assets or segregated
exempt assets

320-125 Capital losses from virtual PST assets
Operative provisions

320-55 Deduction for lifeinsurance premiumswhere liabilities
under lifeinsurance policies areto be discharged from
virtual PST assets

(1) Thissection appliesto a*life insurance company in respect of *life
insurance policies where the company’ s liabilities under the
policies are to be discharged out of *virtual PST assets.

(2) The company can deduct:

(& the amounts of the *life insurance premiums received in
respect of the policies that are transferred to its *virtual PST
assets in the income year;

less:

(b) so much of those amounts as relate to the company’ s liability
to pay amounts on the death or disability of aperson.

(3) For the purposes of subsection (2) only, the amount of a*life
insurance premium that relates to the company’ s liability to pay
amounts on the death or disability of apersonis:

(a) if the policy provides for *participating benefits or
*discretionary benefits—nil; or
(b) if paragraph (a) does not apply and the policy states that the
whole or a specified part of the premium is payable in respect
of such aliability—the whole or that part of the premium, as
appropriate; or
(c) if neither paragraph (a) nor (b) applies:
(i) if the policy is an “endowment policy—10% of the
premium; or
(i) if the policy isa*whole of life policy—30% of the
premium; or

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.

Income Tax Assessment Act 1997 49



Chapter 3 Specialist liability rules
Part 3-35 Insurance business
Division 320 Lifeinsurance companies

Section 320-60

(iii) otherwise—so much of the premium as an *actuary
determines to be attributable to such aliability.

320-60 Deduction for lifeinsurance premiumswhere liabilities
under lifeinsurance policies areto be discharged from
segregated exempt assets

A “lifeinsurance company can deduct the amounts of *life
insurance premiums transferred in the income year to its
*segregated exempt assets under subsection 320-240(3).

320-65 Deduction for lifeinsurance premiumsin respect of life
insurance policiesthat providefor participating or
discretionary benefits

A “life insurance company can deduct the amounts of *net
premiums received in respect of *life insurance policies (other than
*virtual PST lifeinsurance policies or *exempt life insurance
policies) that provide for *participating benefits or *discretionary
benefits.

320-70 No deduction for lifeinsurance premiumsin respect of
certain lifeinsurance policies payable only on death or
disability

(1) A “lifeinsurance company cannot deduct any part of the amounts
of “life insurance premiums received in respect of *life insurance

policies under which amounts are to be paid only on the death or
disability of a person.

(2) This section does not apply to:
(@ "lifeinsurance policies that provide for *participating benefits
or “discretionary benefits; or
(b) funera policies.

320-75 Deduction for ordinary investment policies

(1) Thissection appliesto a*life insurance company in respect of
*ordinary investment policies issued by the company.

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.

50 Income Tax Assessment Act 1997



Specialist liability rules Chapter 3
Insurance business Part 3-35
Lifeinsurance companies Division 320

Section 320-80

(2) The company can deduct, in respect of *life insurance premiums
received in the income year for those policies:

(@) the sum of the *net premiums;
less:

(b) so much of the net premiums as an *actuary determines to be
attributabl e to fees and charges charged in that income year.

(3) In making a determination under subsection (2), an *actuary isto
have regard to:
(a) the changes over the income year in the sum of the *net
current termination values of the policies; and

(b) the movementsin those values during the income year.

(4) Inaddition, if an *actuary determines that:

(8) there has been areduction in the income year (the current
year) of exit fees that were imposed in respect of those
policiesin a previous income year; and

(b) thereduction (or a part of it) has not been taken into account
in a determination under subsection (2) for the current year;

the company can deduct so much of that reduction as has not been
so taken into account.

320-80 Deduction for certain claims paid under lifeinsurance
policies

(1) A “lifeinsurance company can deduct the amounts paid in respect
of the "risk components of claims paid under *life insurance
policies during the income year.

(2) Therisk component of aclaim paid under a*life insurance policy
is.
@ if:
(i) the policy does not provide for *participating benefits or

*discretionary benefits; and

(ii) the policy is neither an *exempt life insurance policy nor
a*funeral policy; and

(iif) an amount is payable under the policy only on the death
or disability of the insured person;

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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Chapter 3 Specialist liability rules
Part 3-35 Insurance business
Division 320 Lifeinsurance companies

Section 320-85

the amount paid under the policy as aresult of the occurrence
of that event; or

(b) if the policy provides for participating benefits or
discretionary benefits or is an exempt life insurance policy or
afuneral policy—nil; or

(c) otherwise—the amount paid under the policy as aresult of
the death or disability of the insured person less the “current
termination value of the policy (calculated by an *actuary)
immediately before the death, or the occurrence of the
disability, of the person.

(3) Except as provided by subsection (1), a*life insurance company
cannot deduct amounts paid in respect of claims under *life
insurance policies.

320-85 Deduction for increasein value of liabilitiesunder net risk
components of lifeinsurance policies

(1) A “lifeinsurance company can deduct the amount (if any) by
which the *value, at the end of the income year, of its liabilities
under the "net risk components of *life insurance policies exceeds
the value, at the end of the previous income year, of those
liabilities.

Notel:  Wherethe value at the end of theincome year isless than the value at

the end of the previous income year, the difference isincluded in
assessable income: see paragraph 320-15(h).

Note 2: Section 320-85 of the Income Tax (Transitional Provisions) Act 1997
makes specia provision in respect of the calculation of the value of a
life insurance company’s liabilities under the net risk components of
lifeinsurance policies at the end of the income year immediately
preceding the income year in which 1 July 2000 occurs.

(2) Subsection (1) does not cover any liabilities under:
(@) a’lifeinsurance policy that provides for *participating
benefits or *discretionary benefits; or
(b) an "exempt life insurance policy; or
(c) a*funeral policy.
(3) If a”lifeinsurance policy isa”disability policy (other than a

*continuous disability policy), the value at a particular time of the
liabilities of the *life insurance company under the *net risk

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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Specialist liability rules Chapter 3
Insurance business Part 3-35
Lifeinsurance companies Division 320

Section 320-87

component of the policy is the *current termination value of the
component at that time (calculated by an *actuary).

(4) Inthe case of *life insurance policies other than policies to which
subsection (3) applies, the value at a particular time of the
liabilities of the *life insurance company under the *net risk
components of the policies is the amount calculated by an *actuary
to be:

(a) the sum of the policy liabilities (as defined in the *Valuation
Standard) in respect of the net risk components of the
policies at that time;

less

(b) the sum of any cumulative losses (as defined in the Valuation
Standard) for the net risk components of the policies at that
time.

320-87 Deduction for assetstransferred from or to virtual PST

(1) A “lifeinsurance company can deduct the *transfer values of assets
that are transferred by the company in the income year from a
*virtual PST under subsection 320-180(1) or 320-195(3).

(2) A “lifeinsurance company can deduct the *transfer values of assets
that are transferred by the company in the income year to a*virtual
PST under subsection 320-180(3) or 320-185(1).

(3) If an asset (other than money) is transferred by a*life insurance
company:
(@ froma*virtual PST under subsection 320-180(1) or
320-195(2) or (3); or
(b) toavirtual PST under subsection 320-180(3) or
section 320-185;

the company can deduct the amount (if any) that it can deduct
because of section 320-200.

320-100 Deduction for life insurance premiums paid under certain
contracts of reinsurance

A “lifeinsurance company can deduct amounts that:

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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(a) were paid by the company in theincome year as*life
insurance premiums under *contracts of reinsurance; and

(b) do not relateto arisk, or part of arisk, in relation to which
subsection 148(1) of the Income Tax Assessment Act 1936
applies.

320-105 Deduction for assetstransferred to segregated exempt assets

(1) A “lifeinsurance company can deduct the *transfer values of assets
transferred in the income year to the company’ s *segregated
exempt assets under subsection 320-235(3) or 320-240(1).

(2) If an asset (other than money) istransferred to a*life insurance
company’ s *segregated exempt assets under subsection 320-235(3)
or section 320-240, the company can deduct the amount (if any)
that it can deduct because of section 320-255.

320-110 Deduction for interest credited to income bonds

(1) A “lifeinsurance company that isa*friendly society can deduct
interest credited in the income year to the holders of *income bonds
issued after 31 December 2002 where the interest accrued on or
after 1 January 2003.

(2) This section has effect despite subsection 320-80(3).

320-111 Deduction for funeral policy payout

(1) A “lifeinsurance company that isa*friendly society can deduct the
amount of a benefit provided in the income year by the company
under a*funeral policy issued after 31 December 2002, reduced by
so much of the sum of the amounts deducted or deductible by the
company under section 320-75 for any income year asis
reasonably related to the benefit.

(2) Thissection has effect despite subsection 320-80(3).

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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320-112 Deduction for scholarship plan payout

(1) A “lifeinsurance company that isa*friendly society can deduct the
amount of a benefit it providesin theincome year and on or after
1 January 2003:
(8 under a”scholarship plan covered by subsection (2) or (3);
and
(b) to, or on behalf of, a person nominated in the plan asa
beneficiary whose education isto be helped by the benefit;

reduced by so much of the sum of the amounts deducted or
deductible by the company under section 320-75 for any income
year asis reasonably related to the benefit.

(2) This subsection covers a*scholarship plan issued by the *life
insurance company after 31 December 2002.

(3) This subsection covers a *scholarship plan if:

(@) the plan wasissued by the *life insurance company before
1 January 2003; and

(b) no amount received by the company on or after 1 January
2003 and attributable to the plan is *non-assessable
non-exempt income of the company under paragraph
320-37(2)(d).

(4) Thissection has effect despite subsection 320-80(3).

320-115 No deduction for amounts credited to RSAs

A “life insurance company that is an "RSA provider cannot deduct
amounts credited to “RSAs.

320-120 Capital losses from assetsother than virtual PST assets or
segregated exempt assets

(1) Thissection appliesto assets (ordinary assets) of a*lifeinsurance
company other than:
(@) "virtual PST assets; or
(b) *segregated exempt assets.

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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(2) Inworking out a*life insurance company’s “net capital gain or “net
capital lossfor theincome year, *capital losses from ordinary
assets can be used only to reduce *capital gains from ordinary
assets.

(3) If someor al of a*capital loss from an ordinary asset cannot be
applied in anincome year, the unapplied amount can be applied in
the next income year in which the company’s *capital gains from
ordinary assets exceed the company’ s capital losses (if any) from
ordinary assets.

(4) If the company has 2 or more unapplied *net capital losses from
ordinary assets, the company must apply them in the order in
which they were made.

Note: This section affects the amount of assessable income that isto be

taken into account in working out a taxable income or tax loss of the
ordinary class. see sections 320-139 and 320-143.

320-125 Capital losses from virtual PST assets

(1) Inworking out a*life insurance company’s “net capital gain or “net
capital loss for the income year, *capital losses from *virtual PST
assets can be used only to reduce *capital gains from virtual PST
assets.

(2) If someor al of a”capital loss from a*virtual PST asset cannot be
applied in anincome year, the unapplied amount can be applied in
the next income year in which the company’s *capital gains from
*virtual PST assets exceed the company’s capital losses (if any)
from virtual PST assets.

(3) If the company has 2 or more unapplied “net capital losses from
*virtual PST assets, the company must apply them in the order in
which they were made.

Note: This section affects the amount of assessable income that is to be

taken into account in working out a taxable income or tax loss of the
complying superannuation class: see sections 320-137 and 320-141.

*To find definitions of asterisked terms, seethe Dictionary, starting at section 995-1.
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provisions of this Act and unless the machinery or plant was not
leased by the seller to the buyer before the sale.
[13/84]
(4A) No election may be made under subsection (3) for the sale of
an industrial building or structure for which an option to purchase is
granted or a sale and purchase agreement is entered into on or after
23rd February 2010, or which is transferred on or after that date.
[29/2010]
(4B) Subsection (4A) does not apply to a transfer of property to
which section 34C(8) and (9) apply.
[29/2010]
(5) Where a change occurs in a partnership of persons carrying on
any trade, business or profession by reason of retirement or death, or
the dissolution of the partnership as to one or more of the partners, or
the admission of a new partner, and where no election is made under
subsection (3), any property of the partnership shall be treated as if
the property had been sold —

(a) to all the remaining partners and new partners of the
partnership on the date the change occurs; and

(b) at the open-market price.
[34/2005]

(6) In subsection (5), “open-market price” has the same meaning as

in section 20(7).
[34/2005]

25. [Spent]

PART VII
ASCERTAINMENT OF CERTAIN INCOME

Profits of insurers

26.—(1) Subject to sections 34A and 34AA, this section has effect
notwithstanding anything to the contrary in this Act except that
nothing in this section shall affect the chargeability to tax of any

income of an insurer under section 10.
[Act 39 of 2017 wef 26/10/2017]

[28/92; 7/2007]
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Separate accounts to be maintained for various businesses

(2) An insurer must maintain separate accounts for income derived
by it from carrying on each of the following businesses:

(a) onshore life business;
(b) offshore life business;

(c) the business (other than the business of life assurance) of
insuring and reinsuring onshore risks;

(d) the business (other than the business of life assurance) of

insuring and reinsuring offshore risks.
[Act 39 of 2017 wef 01/06/2017]

[7/79; 9/80; 20/91; 7/2007]

Insurers other than life insurers

(3) In the case of an insurer whether mutual or proprietary (other
than a life insurer) where the gains or profits accrue in part outside
Singapore, the gains or profits on which tax is payable shall be
ascertained by —

(a) taking the gross premiums and interest and other income
received or receivable in Singapore (less any premiums
returned to the insured and premiums paid on
reinsurances);

(b) either —

(1) deducting from the balance so arrived at the net
increase between the beginning and ending values of
the period for which the gains or profits are
ascertained, of the liabilities of the insurer in
respect of policies other than life policies, both
values being determined in accordance with the
Insurance Act (Cap. 142); or

(i1) adding to the balance so arrived at the net decrease
between the beginning and ending values of the
period for which the gains or profits are ascertained,
of the liabilities of the insurer in respect of policies

Informal Consolidation — version in force from 26/10/2017
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other than life policies, both values being determined
in accordance with the Insurance Act; and
[Act 39 of 2017 wef 26/10/2017]
(c) [Deleted by Act 39 of 2017 wef 26/10/2017]

(d) from the net amount so arrived at, deducting the actual
losses (less the amount recovered in respect thereof under
reinsurance), the distribution expenses and management
expenses incurred in the production of the income referred
to in paragraph (a) and, in respect of a branch in Singapore,
a fair proportion of the expenses of its head office.

[7/2007]

(4) For the purposes of subsection (3), in ascertaining the gains or

profits derived by an insurer from carrying on the business (other than

the business of life assurance) of insuring and reinsuring any risks for

the purposes of any concessionary rate of tax or exemption from tax
prescribed by regulations made under section 43C —

[Act 39 of 2017 wef 01/06/2017]

(a) no income other than underwriting income or income from
such dividends, interest and gains or profits realised from
the sale of investments as may be specified in those
regulations shall be included;

[Act 39 of 2017 wef 26/10/2017]

(b) income in respect of dividends, interest and gains or profits
realised from the sale of investments shall be apportioned
in such manner as may be prescribed by those regulations;
and

(c¢) any item of expenditure not directly attributable to that
business shall be apportioned in such manner as may be
prescribed by those regulations.

[7/79; 9/80; 20/91; 26/93; 21/2003; 7/2007]

(5) For the purposes of subsection (3)(b), if, during the period for
which the gains or profits are ascertained, any insurance business
(excluding life business) is transferred by or to the insurer, then —

(a) 1n a case where the business is transferred by the insurer,
the liabilities of the insurer immediately before the date of
the transfer, in respect of policies that form part of that
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business, are to be added to the ending value mentioned in
that provision; and

(b) in a case where the business is transferred to the insurer, the
liabilities of the transferor immediately before the date of
the transfer, in respect of policies that form part of that
business, are to be added to the beginning value mentioned
in that provision.

Life insurers

[Act 39 of 2017 wef 26/10/2017]

(6) In the case of a life insurer, whether mutual or proprietary, the
gains or profits on which tax is payable shall be ascertained by taking
the aggregate of —

(a) in the case of insurance funds established and maintained
for Singapore policies, the amount computed in the
following manner:

(i)

(i)

(iii)

(iv)

taking the amount allocated out of the participating
fund by way of bonus to the participating policies in
accordance with section 17(6)(b) of the Insurance
Act (Cap. 142);

adding thereto the amount allocated to the surplus
account of the participating fund in accordance with
section 17(6)(c) or (7) of the Insurance Act;

deducting from the balance so arrived at any receipt
of the participating fund which is not chargeable to
tax and adding thereto any expense of the
participating fund which is not deductible for the
purposes of this Act;

adding thereto the amount relating to investment
income earned on assets representing the balance in
the surplus account, after deducting any receipt
which is not chargeable to tax and not allowing as a
deduction any expense which is not deductible for
the purposes of this Act; and
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v)

adding thereto the balance so arrived at the onshore
life insurance surplus in relation to the non-

participating fund and the investment-linked fund;
[Act 39 of 2017 wef 01/06/2017]

(b) in the case of shareholders’ fund established in Singapore,

the

income therein less any expenses (including

management expenses) incurred in the production of
such income; and

(¢) in the case of insurance funds established and maintained
for offshore policies, the amount computed in the
following manner:

(i)

(i)

(iii)

(iv)

™)

(vi)

taking the amount allocated out of the participating
fund by way of bonus to the participating policies in
accordance with section 17(6)(b) of the Insurance
Act;

adding thereto the amount allocated to the surplus
account of the participating fund in accordance with
section 17(6)(c) or (7) of the Insurance Act;

deducting from the balance so arrived at any receipt
of the participating fund which is not chargeable to
tax and adding thereto any expense of the
participating fund which is not deductible for the
purposes of this Act;

adding thereto the amount relating to investment
income earned on assets representing the balance in
the surplus account, after deducting any receipt
which is not chargeable to tax and not allowing as a
deduction any expense which is not deductible for
the purposes of this Act;

adding thereto the offshore life insurance surplus in
relation to the non-participating fund and the
investment-linked fund.

[Act 39 of 2017 wef 01/06/2017]

[Deleted by Act 39 of 2017 wef 01/06/2017]
[7/2007]
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(7) Despite subsection (6), where a life insurer is approved under
section 43C before 1 June 2017 and its income is subject to tax at the
concessionary rate by regulations made under section 43C(1)(a), the
following paragraphs apply for the purposes of ascertaining that

income:

[Act 39 of 2017 wef 01/06/2017]

(a) only such part of the following income as may be specified
in those regulations shall be included:

(1) the amount in relation to insurance funds established
and maintained for offshore policies, computed in
the following manner:

(A)

(B)

(©

(D)

(E)

taking the amount allocated out of the
participating fund by way of bonus to the
participating policies in accordance with
section 17(6)(b) of the Insurance Act;

adding thereto the amount allocated to the
surplus account of the participating fund in
accordance with section 17(6)(c) or (7) of the
Insurance Act;

deducting from the balance so arrived at any
receipt of the participating fund which is not
chargeable to tax and adding thereto any
expense of the participating fund which is not
deductible for the purposes of this Act;

adding thereto the amount relating to
investment income earned on  assets
representing the balance in the surplus
account, after deducting any receipt which is
not chargeable to tax and not allowing as a
deduction any expense which is not deductible
for the purposes of this Act; and

adding thereto the offshore life insurance
surplus in relation to the non-participating
fund and the investment-linked fund; and
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(i1) the income of the shareholders’ fund established in
Singapore as is attributable to the offshore life
business; and

(D) the income referred to in paragraph (a) and any item of
expenditure not directly incurred in the production of such
income shall be apportioned in such manner as may be
prescribed by those regulations.

[28/92; 7/2007]

(7A) Despite subsection (6), where a life insurer is approved under

section 43C on or after 1 June 2017 and its income is subject to tax at

a concessionary rate by regulations made under section 43C(1)(aa),

the following paragraphs apply for the purposes of ascertaining that
income:

(a) only such part of the following income relating to
reinsurance policies as may be specified in those
regulations may be included:

(1) the onshore life insurance surplus, and offshore life
insurance surplus (as the case may be), of the insurer;

(i1) the income of the shareholders’ fund established in
Singapore attributable to the insurer’s onshore life
reinsurance business and offshore life reinsurance
business (as the case may be);

(b) the income in paragraph (@) and any item of expenditure
not directly incurred in the production of such income must
be apportioned in the manner prescribed (if any) by those
regulations.

[Act 39 of 2017 wef 01/06/2017]
(8) In ascertaining the gains or profits of a life insurer whether
mutual or proprietary —

(a) the Comptroller shall determine the manner and extent to
which —

(1) any allowances under section 19, 19A, 20, 21, 22 or
23 and expenses and donations allowable under this
Act are to be deducted; and
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(i1) any losses incurred by the insurer may be deducted
under section 37;

the allowances under section 19, 19A, 20, 21, 22 or 23 or
the losses under section 37 in respect of such part of the
income of the insurer as is apportioned to the policyholders
of the insurer in accordance with regulations made under
section 43(9) or 43C in any year of assessment —

(1) shall only be available for deduction against such
part of the income as is so apportioned in accordance
with regulations made under section 43(9) or 43C for
that year of assessment, as the case may be; and

(i1) the balance of such allowances or losses shall be
added to, and be deemed to form part of, the
corresponding allowances or losses, if any, for the
next succeeding year of assessment and any
subsequent year of assessment in accordance with
section 23 or 37, as the case may be;

section 37B shall apply, with the necessary modifications,
in relation to the deduction of allowances under section 19,
19A, 20, 21, 22 or 23 or the losses under section 37 in
respect of such part of the income of the insurer (being a
company) as is subject to tax at the rate of tax under
section 43(1)(a) and of such part of the income of the
insurer (being a company) as is apportioned to the
shareholders of the insurer in accordance with
regulations made under section 43C; and for the purpose
of such application any reference in section 37B to income
of a company subject to tax at a lower rate of tax or income
of the company subject to tax at a lower rate of tax, as the
case may be, shall be read as a reference to such part of the
income of the insurer as is apportioned to the shareholders
of the insurer in accordance with regulations made under
section 43C; and

(d) 1in a case where, immediately before the life insurer ceases

business permanently without transferring the business to
any person in Singapore, there is an amount remaining in
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the participating fund which is not allocated by way of
bonus to any participating policy, the Comptroller may
make such adjustment to the tax liability of the life insurer

as he thinks fit.
[28/92; 26/93; 24/2001; 37/2002; 7/2007]

Composite insurers

(9) In the case of an insurer carrying on life insurance business in
conjunction with any other insurance business, the assessment of the
gains or profits on which tax is payable shall be made in one sum, but
the gains or profits arising from the life insurance business shall be
computed in accordance with subsections (6), (7), (7A) and (8) as if
such life insurance business were a separate business from the other

insurance business carried on by the insurer.
[Act 39 of 2017 wef 01/06/2017]

[28/92; 7/2007]

(10) For the purposes of this section, the Minister may make
regulations —

(a) to provide for such transitional, supplementary and
consequential matters as he may consider necessary or
expedient; and

(b) generally to give effect to or for carrying out the purposes

of this section.
[7/2007]

(11) Notwithstanding the amendment of this section by the Income
Tax (Amendment) Act 2007 (Act 7 of 2007), section 26 in force
immediately before the amendment shall apply to the income of an

insurer derived before the year of assessment 2006.
[7/2007]

Definitions

(12) In this section, and section 43C (except in relation to the
definition of “insurer”) —

“accident and health policy” has the same meaning as in the
Insurance Act (Cap. 142);

[Act 19 of 2013 wef Y/A 2015]
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l“income of the shareholders’ fund” means —

(a) gains or profits on the sale of investments of the
shareholders’ fund, whether derived from Singapore
or elsewhere; and

(b) investment income and other income of the
shareholders” fund derived from Singapore or
received in Singapore from outside Singapore;

“insurer” means —

(a) a company licensed under the Insurance Act to carry
on insurance business in Singapore; or

(b) a person (including a partnership) permitted under
the Insurance Act to carry on insurance business in
Singapore under a foreign insurer scheme;

“investment-linked fund” means an insurance fund for
investment-linked policies established and maintained
under section 17(1A) of the Insurance Act;

“investment-linked policies”, “non-participating policies” and
“participating policies” have the same meanings as in the
First Schedule to the Insurance Act;

“life insurance fund” means the insurance fund established and
maintained by an insurer under section 17(1) of the Insurance
Act for its life business;

[Act 39 of 2017 wef 01/06/2017]
“life policy” has the same meaning as in the Insurance Act;

“non-participating fund” means an insurance fund established
and maintained under section 17(2) of the Insurance Act
which comprises wholly of non-participating policies;

2«offshore life business” means the business of insuring or

reinsuring the liability of a life policy, or accident and
health policy, of any life insurance fund, not being a

'The definition of “accident and health policy” has been inserted immediately before the definition of “income of
the shareholders’ fund” from the year of assessment 2015 pursuant to section 21(1)(b) and (2) of the Income Tax
(Amendment) Act 2013 (Act 19 of 2013).

The definition of “offshore life business” has been deleted and substituted from the year of assessment 2015
pursuant to section 21(1)(c) and (2) of the Income Tax (Amendment) Act 2013 (Act 19 of 2013).
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Singapore policy within the meaning of the Insurance

Act;

[Act 39 of 2017 wef 01/06/2017]
[Act 19 of 2013 wef Y/A 2015]

“offshore life insurance surplus”, in relation to the non-
participating fund and the investment-linked fund of an
insurer, means the amount ascertained —

(a) by taking the aggregate of —

(1)

(i)

(iii)

the gross premiums (including consideration
paid or payable for the purchase of annuities)
from offshore non-participating and offshore
investment-linked policies of any life insurance
fund (less any premiums returned to the insured
and premiums paid or payable on reinsurance);

[Act 39 of 2017 wef 01/06/2017]
the net decrease between the beginning and
ending values of the policy liabilities of any life
insurance  fund relating to  offshore
non-participating and offshore
investment-linked policies of the period for
which the gains or profits are ascertained, both
values being determined in accordance with the
Insurance Act; and

[Act 39 of 2017 wef 01/06/2017]
the investment income and gains or profits
derived from the sale of investments and other
income, whether derived from Singapore or
elsewhere, of any life insurance fund relating to
offshore  non-participating and offshore

investment-linked policies; and
[Act 39 of 2017 wef 01/06/2017]

(b) by deducting from that aggregate —

(i)

distribution expenses and management
expenses incurred in the production of the
income referred to in paragraph (@) and, in
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respect of a branch in Singapore, a fair
proportion of the expenses of its head office;

policy moneys paid or payable in respect of
offshore non-participating and offshore
investment-linked policies (less any amount
recovered or recoverable in respect thereof
under reinsurance);

moneys paid or payable on the surrender of
offshore  non-participating and offshore
investment-linked policies; and

the net increase between the beginning and
ending values of the policy liabilities of any life
insurance  fund relating to  offshore
non-participating and offshore
investment-linked policies of the period for
which the gains or profits are ascertained, both
values being determined in accordance with the

Insurance Act;
[Act 39 of 2017 wef 01/06/2017]

“offshore life insurance surplus”, in relation to an insurer under
subsection (7A)(a)(i), means the amount ascertained by
taking the following steps:

(a) add the following:

(1)

(i)

the gross premiums (including consideration
paid or payable for the purchase of annuities)
from its offshore non-participating reinsurance
policies of any life insurance fund (less any
premiums returned to the insured and
premiums paid or payable on reinsurance);

the net decrease between the beginning and
ending values of the policy liabilities of the part
of any life insurance fund relating to its
offshore non-participating reinsurance
policies for the period for which the gains or
profits are ascertained, both values being
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determined in accordance with the Insurance
Act;

the investment income and gains or profits
derived from the sale of investments and other
income, whether derived from Singapore or
elsewhere, of the part of any life insurance fund
relating to its offshore non-participating
reinsurance policies;

(b) subtract from the total under paragraph (a), all of the
following:

(i)

(i)

(iii)

(iv)

distribution expenses and management
expenses incurred in the production of the
income in paragraph (a) and, in respect of a
branch in Singapore, a fair proportion of the
expenses of its head office;

policy moneys paid or payable in respect of its
offshore non-participating reinsurance policies
(less any amount recovered or recoverable in
respect of those policies under reinsurance);

moneys paid or payable on the surrender of its
offshore non-participating reinsurance
policies;

the net increase between the beginning and
ending values of the policy liabilities of the part
of any life insurance fund relating to its
offshore non-participating reinsurance
policies for the period for which the gains or
profits are ascertained, both values being
determined in accordance with the Insurance

Act;
[Act 39 of 2017 wef 01/06/2017]

“offshore life reinsurance business” means the business of
reinsuring the liability of a life policy, or an accident and
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health policy, of any life insurance fund, not being a
Singapore policy within the meaning of the Insurance Act;

[Act 39 of 2017 wef 01/06/2017]

3«offshore risk” means a risk or liability that is insured by a

policy of any general insurance fund established and
maintained under the Insurance Act, not being a
Singapore policy within the meaning of that Act;

[Act 19 of 2013 wef Y/A 2015]

“onshore life business” means the business of insuring or
reinsuring the liability of a life policy, or accident and health
policy, of any life insurance fund, being a Singapore policy
within the meaning of the Insurance Act;

[Act 39 of 2017 wef 01/06/2017]

“onshore life insurance surplus”, in relation to an insurer under
subsection (7A)(a)(i), means the amount ascertained by
taking the following steps:

(a) add the following:

(1) the gross premiums (including consideration
paid or payable for the purchase of annuities)
from its  Singapore  non-participating
reinsurance policies of any life insurance
fund (less any premiums returned to the
insured and premiums paid or payable on
reinsurance);

(i1) the net decrease between the beginning and
ending values of the policy liabilities of the part
of any life insurance fund relating to its
Singapore  non-participating  reinsurance
policies for the period for which the gains or
profits are ascertained, both values being
determined in accordance with the Insurance
Act;

3The definition of “offshore risk™ has been deleted and substituted from the year of assessment 2015 pursuant to
section 21(1)(e) and (2) of the Income Tax (Amendment) Act 2013 (Act 19 of 2013).
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the investment income and gains or profits
derived from the sale of investments and other
income, whether derived from Singapore or
elsewhere, of the part of any life insurance fund
relating to its Singapore non-participating
reinsurance policies;

(b) subtract from the total under paragraph (a), all of the
following:

(1) distribution expenses and management

(i)

(iii)

(iv)

expenses incurred in the production of the
income in paragraph (a) and, in respect of a
branch in Singapore, a fair proportion of the
expenses of its head office;

policy moneys paid or payable in respect of its
Singapore  non-participating  reinsurance
policies (less any amount recovered or
recoverable in respect of those policies under
reinsurance);

moneys paid or payable on the surrender of its
Singapore  non-participating  reinsurance
policies;

the net increase between the beginning and
ending values of the policy liabilities of the part
of any life insurance fund relating to its
Singapore  non-participating  reinsurance
policies for the period for which the gains or
profits are ascertained, both values being
determined in accordance with the Insurance

Act;
[Act 39 of 2017 wef 01/06/2017]

“onshore life insurance surplus”, in relation to the non-
participating fund and the investment-linked fund of an
insurer, means the amount ascertained by taking the
following steps:
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(a) add the following:

(1)

(i)

(iii)

the gross premiums (including consideration
paid or payable for the purchase of annuities)
from  Singapore non-participating and
Singapore investment-linked policies of any
life insurance fund (less any premiums returned
to the insured and premiums paid or payable on
reinsurance);

the net decrease between the beginning and
ending values of the policy liabilities of any life
insurance fund relating to Singapore non-
participating and Singapore investment-linked
policies for the period for which the gains or
profits are ascertained, both values being
determined in accordance with the Insurance
Act;

the investment income and gains or profits
derived from the sale of investments and other
income, whether derived from Singapore or
elsewhere, of any life insurance fund relating to
Singapore non-participating and Singapore
investment-linked policies;

(b) subtract from the total under paragraph (a), all of the
following:

(1)

(i)

distribution expenses and management
expenses incurred in the production of the
income in paragraph (a) and, in respect of a
branch in Singapore, a fair proportion of the
expenses of its head office;

policy moneys paid or payable in respect of
Singapore non-participating and Singapore
investment-linked policies (less any amount
recovered or recoverable in respect of those
policies under reinsurance);
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(ii1)) moneys paid or payable on the surrender of
Singapore non-participating and Singapore
investment-linked policies;

(iv) the net increase between the beginning and
ending values of the policy liabilities of any life
insurance fund relating to Singapore non-
participating and Singapore investment-linked
policies for the period for which the gains or
profits are ascertained, both values being
determined in accordance with the Insurance
Act;

[Act 39 of 2017 wef 01/06/2017]
“onshore life reinsurance business” means the business of
reinsuring the liability of —

(a) a life policy of any life insurance fund; or

(b) an accident and health policy of any life insurance
fund,

being a Singapore policy within the meaning of the Insurance
Act;
[Act 39 of 2017 wef 01/06/2017]
“onshore risk” means a risk or liability that is insured by a policy
of a general insurance fund established and maintained under
the Insurance Act, being a Singapore policy within the
meaning of that Act;

[Act 39 of 2017 wef 01/06/2017]
“participating fund” means an insurance fund established and

maintained under section 17(2) of the Insurance Act which
comprises wholly or partly of participating policies;

“policy liabilities”, in relation to the non-participating fund and
the investment-linked fund of an insurer, means liabilities in
respect of policies for which the non-participating fund and
investment-linked fund are established and maintained under
section 17 of the Insurance Act;

“policy moneys” has the same meaning as in the Insurance Act;
[Deleted by Act 19 of 2013 wef Y/A 2015]
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“surplus account”, in relation to a participating fund of a life
insurer, means the surplus account established and
maintained under section 17(6)(a) of the Insurance Act as
part of that fund.

[28/92; 7/2007; 27/2009; 11/2013; 19/2013]

(13) For the purposes of paragraphs (a)(ii) and (b)(iv) of both
definitions of “onshore life insurance surplus”, and paragraphs (a)(ii)
and (b)(iv) of both definitions of “offshore life insurance surplus” in
subsection (12), if, during the period for which the gains or profits are
ascertained, any life insurance business is transferred by or to the
insurer, then —

(a) 1n a case where the business is transferred by the insurer,
the liabilities of the insurer immediately before the date of
the transfer, in respect of policies that form part of that
business, are to be added to the ending value mentioned in
each of those provisions; and

(b) ina case where the business is transferred to the insurer, the
liabilities of the transferor immediately before the date of
the transfer, in respect of policies that form part of that
business, are to be added to the beginning value mentioned

in each of those provisions.
[Act 39 of 2017 wef 26/10/2017]

Ascertainment of income of member of Lloyd’s syndicate

26A.—(1) Where a business of insuring and reinsuring risks is
carried on by any member of Lloyd’s through a syndicate formed to
carry on the business in Singapore —

(a) the income of the member of Lloyd’s from the syndicate in
the basis period for any year of assessment shall be deemed
to be the share to which he was entitled during that period
in the income of the syndicate; and

(b) the statutory income of the member of Lloyd’s from the
syndicate shall be computed in accordance with section 35
by treating his share of the income of the syndicate as if it
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